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Economic and Industrial Review of the Year 


Owing to the paramount importance of the federal 
legislative program the review is this year confined almost 
entircly to a summary and explanation of recently enacted 
federal laws affecting finance, industry and trade—TuE 
EpiTor. 

FEDERAL 


The series of laws enacted between March 9 and June 
17, 1933, the period covered by the first session of the 
seventy-third Congress, doubtless will stand as one of 
the most notable achievements in the political history of 
the United States. They deal with the banking and 
financial situation, currency, protection of investors, re- 
lief for unemployment, public employment exchanges, 
public works, agricultural relief, farm mortgage and home 
mortgage relief, control of industry, reorganization of 
railroad transportation, repeal of prohibition, adjustments 
in taxation, and federal government economy. 

BANKS AND BANKING 

When President Roosevelt took office on March 4, the 
banks in a number of the states had been closed, either 
by order of the governors or by special legislation, for 
varying periods of time. The situation was as follows: 
All banks were closed in 32 states ; most banks were closed 
in 6 states, some in Idaho and Washington, and a few in 
Tennessee (with others restricted) ; and banking institu- 
tions in 7 states and the District of Columbia were operat- 
ing under state government restrictions.'. On the night 
of March 5 the President issued a proclamation placing 
a temporary embargo on all gold exports and ordering all 
banks in the country to suspend operations through March 
9. During this holiday period banking operations were 
regulated by the Secretary of the Treasury, and on March 
9 the Emergency Banking Act was passed. This Act 
confirmed the regulations already proclaimed by the 
administration; conferred on the President power to 
“investigate, regulate or prohibit, by means of licenses, 
or otherwise, any transactions in foreign exchange, trans- 
fers of credit between or payments by banking institu- 
tions, as defined by the President, and export, hoarding, 
melting or earmarking of gold or silver coin or bullion 
or currency, by any person within the United States or 
any place subject to the jurisdiction thereof,’ to demand 
records, etc.; conferred on the Secretary of the Treasury, 
in his discretion, in order to protect the currency system, 


1 Congressional Digest (Washington, D. C.), April, 1933, p. 98. 
2 Ibid, p. 103. 


the power to require all individuals, associations or cor- 
porations to deliver to the Treasurer of the United States 
all the gold coin, bullion and certificates owned by them, 
the same to be paid for by the Secretary of the Treasury 
with an equivalent amount of any other form of currency 
issued under the laws of the United States; and estopped 
any member bank of the Federal Reserve System from 
transacting any business except on the express authority 
of the Secretary of the Treasury with the President's 
approval. 

Title II of the Act has been called the “Bank Con- 
servation Act.” It authorizes the Controller of the Cur- 
rency to appoint a conservator for any national bank 
whenever he considers it necessary for the benefit of the 
depositors; and permits the reorganization of national 
banks when approved by the Controller as well as by 
depositors of 75 per cent of the total deposits or by 
holders of two-thirds of the outstanding capital stock, 
or both. 

Title III provides for the issuance by national banks 
of preferred stock and the purchase of preferred stock 
of national and of state banks, and for loans by the 
Reconstruction Finance Corporation on security of such 
stock, as approved by the Secretary of the Treasury and 
the President. 

Title IV permits the issuance of Federal Reserve Bank 
notes “redeemable in lawful money of the United States” 
to the value of 100 per cent of government obligations de- 
posited as security, and to the value of 90 per cent of notes, 
drafts, bills of exchange and bankers’ acceptances de- 
posited as security. Federal Reserve Banks are permitted, 
up to March 3, 1934, to make bank note advances to 
member banks on time or demand notes secured to their 
satisfaction but not ordinarily eligible for rediscount. 
They may also make ninety-day bank note advances to 
any individual, partnership or corporation on promissory 
notes secured by direct obligations of the United States. 

On March 24 the Act was amended to permit state 
banks not members of the Federal Reserve System to 
apply to Federal Reserve Banks for direct loans when 
eligible security is presented and when the respective 
state banking departments declare them to be in a sound 
condition. During the time when a state bank is indebted 
to a Federal Reserve Bank it must comply with the pro- 
visions of the Federal Reserve Act. 

Just before Congress adjourned it passed the Banking 
Act of 1933 which amended and added to previous Fed- 
eral Reserve legislation. The Act gives the Federal Re- 
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serve Board power to prohibit undue use of bank credit 
for trading in speculative securities, real estate or com- 
modities. It permits mutual savings banks to join the 
Federal Reserve System. After one year member banks 
of the Federal Reserve System are required to divorce 
their affiliate companies engaged in the issue, buying and 
selling, and underwriting of securities. In the meantime 
affiliate companies are subjected to examination and regu- 
lation by the Federal Reserve authorities. National banks 
and state banks which are members of the Federal Reserve 
System are permitted to engage in branch banking in 
accordance with the laws of the states in which they are 
located. In some states branch banking is limited to 
towns and cities and in others state-wide branch banking 
is permitted. After one year it will be unlawful for any 
private banking firm engaged in investment banking to 
receive deposits subject to withdrawal by checks, by 
presentation of a pass-book, or by a certificate of deposit 
unless it submits to periodic examination by the Federal 
Reserve authorities. After January 1, 1934, no officer 
or director of a commercial bank will be permitted to be 
an officer or director of an investment bank. 

The Federal Reserve Board is given power to fix the 
percentage of bank capital and surplus combined which 
shall be represented by loans secured by stock and bond 
collateral and no member bank is allowed to act as the 
agent for any individual or corporation making loans to 
brokers dealing in stocks and bonds. The Board is also 
given power to fix interest rates on time deposits and to 
remove officers of banks which violate the banking law 
and continue unsafe and unsound banking practices after 
they have been warned by the Controller of the Currency. 
Officers are not allowed to borrow from the banks of 
which they are officers and the minimum capital require- 
ment for national banks is raised to $50,000 in places 
having 6,000 population or less, to $100,000 in places 
having from 6,000 to 50,000 population and to $200,000 
in places having over 50,000 population. 

The larger portion of the Act is devoted to the estab- 
lishment of a fund to insure deposits. To this fund the 
federal government contributes $150,000,000, the Federal 
Reserve (District) Banks an amount equal to one-half 
of their surplus, and the member banks one-half of one 
per cent of their total deposit liabilities. This insurance 
goes into effect January 1, 1934, unless the President by 
proclamation shall fix the date earlier. On and after 
July 1, 1934, deposits are insured 100 per cent on the 
first $10,000, 75 per cent on amounts in excess of $10,000 
up to $50,000, and 50 per cent on amounts over $50,000. 
Deposits in banks which fail between March 10, 1933, 
and June 30, 1934, are insured up to $2,500 for each 
individual. 


CuRRENCY 


By executive order on April 19 President Roosevelt, 
acting under the authority of the Emergency Banking 
Act, prohibited the further export of gold. Earmarkings 
for foreign account and export of gold coin, bullion or 
certificates were prohibited, with exceptions in the dis- 
cretion of the Secretary of the Treasury. That officer 
was empowered also to investigate any transactions in 
foreign exchange or transfers of credit to any foreign 
banking institution. The penalty for infraction of Treas- 
ury rules was fixed at a fine of not more than $10,000 or 
imprisonment for not more than 10 years. All persons 
holding more than $100 in gold after May 1 were subject 
to penalties. On June 5 all government and private 
obligations which contain a clause requiring payment in 
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gold became payable in legal tender instead of gold. Thus 
the country definitely went “off gold.” 

The abrogation of the gold clause as affecting gov- 
ernment obligations has been hotly denounced as the 
breaking of the government’s word, but it has been stoutly 
defended on ethical grounds as a means of restoring 
equity between debtor and creditor groups. It appears 
that there is ample judicial precedent for the legality of 
the measure. 

A hotly debated amendment to the agriculture relief 
act passed on May 12 empowered the President to in- 
flate currency and credit by the following methods: 

1. The Secretary of the Treasury may enter into an 
agreement with the Federal Reserve Banks and the Fed- 
eral Reserve Board to purchase $3,000,000,000 worth of 
federal government securities and hold them for agreed 
periods of time. This would give the member banks cash 
and enable them to inflate credit. 

2. If such an agreement can not be made, the President 
is empowered to authorize the issue of $3,000,000,000 in 
legal tender currency to meet maturing bonds and other 
obligations of the United States. Four per cent of such 
notes outstanding must be retired annually. 

3. The President may reduce the weight of the gold 
dollar not more than 50 per cent. He may fix the weight 
of the silver dollar, establish a ratio between it and the 
gold dollar “to stabilize domestic prices or to protect 
foreign commerce against the adverse effect of depreci- 
ated foreign currencies and provide for the unlimited 
coinage of such gold and silver at the ratio so fixed,” a 
procedure which would mean a return to bimetallism. 

4. The President is also authorized, for a period of 
six months to accept silver in payment of principal and 
interest on foreign debts, not to exceed $200,000,000, at 
a price not exceeding 50 cents an ounce in United States 
currency. The silver must be deposited in the Treasury 
and serve as a basis for issuing silver certificates to pay 
government debts or it may be coined in dollars and 
subsidiary coins to meet the needs of ‘business. Silver 
certificates must not be retired or cancelled but reissued 
and kept in circulation. 

As a curb on inflation the Federal Reserve Board, not- 
withstanding the foregoing provisions, with the approval 
of the President, may declare an emergency to exist when 
credit has been expanded too much and may increase the 
reserve balances to be held against demand and time 
deposits in member banks. 


AID BY THE RECONSTRUCTION FINANCE CORPORATION 


To ease the credit stringency the Reconstruction Fi- 
nance Corporation is authorized to aid in the financing 
of agriculture, commerce and industry by making loans 
“to any bank, savings bank, trust company, building and 
loan association, insurance company, mortgage-loan com- 
pany, credit union, federal land bank, joint-stock land 
bank, federal intermediate credit bank, agricultural credit 
corporation, livestock credit corporation, organized under 
the laws of any state or of the United States, including 
loans secured by the assets of any bank, savings bank, 
or building and loan association that is closed, or in pro- 
cess of liquidation to aid in the reorganization or liquida- 
tion of such banks or building and loan associations, upon 
application of the receiver or liquidating agent of such 
bank or building and loan association, and any receiver 
of any national bank is hereby authorized to contract for 
such loans and to pledge any assets of the bank for secur- 
ing the same.” 

On June 10 the Corporation was authorized to subscribe 
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for preferred stock of insurance companies in need of 
funds for capital purposes or to grant loans secured by 
such stock as collateral. Insurance companies incorporated 
in states which do not permit them to issue preferred 
stock may sell the Reconstruction Finance Corporation 
“legally issued capital notes” or obtain loans secured by 
such capital notes. The aggregate of such purchases or 
loans must not exceed $50,000,000. 

The Corporation must not subscribe for or purchase 
preferred stock or capital notes unless the insurance com- 
pany shows that it has unimpaired capital stock equal to 
the amount of preferred stock or capital notes subscribed 
for or purchased by the Corporation. No such aid will be 
given if any officer, director or employe of the insurance 
company receives compensation exceeding $17,500 a year 
and it must promise not to increase such compensation 
while any part of its preferred stock or capital notes is 
held by the Corporation. 

The Act requires the Corporation in the future not to 
make, renew or extend any loan under the Emergency 
Relief Construction Act of 1932 if the officers, directors 
or any employe of a company is receiving compensation 
which the Corporation considers unreasonable. The ap- 
plicant for a loan must also promise not to increase 
salaries while any part of the loan remains unpaid. The 
Corporation is authorized to give the railroads further 
aid by making loans to the trustees of railroads reorganiz- 
ing under the Bankruptcy Act of March 3, 1933. The 
Corporation may also make loans to any state fund which 
insures compensation payments to injured workmen or 
to those disabled as the result of disease contracted in the 
course of their employment. 


Tue Securities Act 


The Securities Act passed on May 27, 1933, requires 
that securities be registered with the Federal Trade Com- 
mission 20 days before they are offered to the public. 
Full information must be given regarding the financial 
condition of the concern issuing the securities and the 
Commission has power to check on the truth or falsity 
of statements. The price at which the securities are to 
be offered to the public, commissions and discounts paid 
underwriters, funded debt outstanding, underlying agree- 
ments, etc., must be available not only to the Commission 
but to the public. Securities exempted from these regu- 
lations include those issued by the federal, state, county, 
city and town governments; notes, drafts, and bills of 
exchange arising out of current transactions; securities 
issued by religious, educational, and charitable corpora- 
tions, building and loan associations ; and securities issued 
by common carriers subject to the regulation of the Inter- 
state Commerce Commission. Persons responsible in 
connection with issue of securities are subject to suit and 
to severe penalties for fraud and misrepresentation. 

The Commission may seek injunctions against those 
who fail to live up to its regulations, but the fact that 
securities registered with the Commission are permitted 
to be offered to the public does not “mean that the Com- 
mission has in any way passed upon the merits of, or 
given approval to, such security.” This would seem to be 
inconsistent with the regulatory powers of the Commission 
but the clause doubtless is inserted to indicate that the 
remedy of those who bring suit lies against those who 
are responsible for issuing securities. 

A “Corporation of Foreign Security Holders,” having 
six directors appointed by the Commission, is created by 
the Act. Its principal duty is to conserve and protect 
the rights of holders of foreign securities. Its expenses 
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are met by a levy on the security holders of not more 
than one-fifth of one per cent of the face value of the 
securities entrusted to the Corporation. 


UNEMPLOYMENT RELIEF 


Owing to widespread unemployment and increasing 
inadequacy of state and local relief funds Congress passed 
a law on May 12, 1933, directing the Reconstruction 
Finance Corporation to provide $500,000,000 for this 
purpose in addition to the funds ($300,000,000) author- 
ized under the Emergency Relief and Construction Act 
of 1932. The distribution of funds was taken from the 
Corporation and placed in the hands of a Federal Emer- 
gency Relief Administration created by the act. Of the 
total sum $250,000,000 is to be distributed to states in 
grants up to one-third of the amount expended for relief 
by the states and their subdivisions. The remaining 
$250,000,000 is to be distributed among the states when 
the Emergency Relief Administrator finds that the com- 
bined moneys of a state available from all sources for 
relief falls below its needs as estimated by the Adminis- 
trator. A significant provision of the law which has 
received but little notice is that authorizing the Adminis- 
trator to make additional grants to states applying for 
them in order “to aid needy persons who have no legal 
settlement in any one state or community, and to aid in 
assisting cooperative and self-help associations for the 
barter of goods and services.” ‘The total amount avail- 
able to a state under these provisions shall not exceed 15 
per cent of the $500,000,000. 


Unitep EMPLOYMENT SERVICE 


To help place workers in available jobs Congress passed 
on June 6, 1933, a law designed to promote the establish- 
ment of a national system of public employment offices 
known as the United States Employment Service. The 
employment service e:xisting in the Department of Labor 
was abolished and its records, files, and property were 
transferred to the new organization, which is now a 
bureau of the Department of Labor headed by a director. 

The Bureau is to develop a placement service for men, 
women and juniors legally qualified to engage in gainful 
occupations, to help veterans find jobs, to maintain a place- 
ment service for farm labor, to assist in establishing and 
maintaining public employment offices in the various 
states, and to operate a public employment service in the 
District of Columbia. Also, the Bureau will coordinate 
the work of the public employment offices in the various 
states, prescribe minimum standards of efficiency, assist 
them in meeting problems peculiar to localities, promote 
uniformity in their administrative and statistical procedure, 
publish information on employment opportunities, and 
maintain a system for distributing labor among the several 
states. 

For the fiscal year ending June 30, 1934, $1,500,000 
and for each fiscal year up to June 30, 1938, $4,000,000 
is appropriated for carrying out the provisions of the act. 
Of the sums appropriated 75 per cent will be distributed 
to the various states in the proportion that their popula- 
tion bears to the total population of the United States. 
A state cannot receive « grant unless it and its subdivi- 
sions appropriate for public employment offices an amount 
equal to 25 per cent of the grant, and in no event shall 
it be less than $5,000. The state must also submit de- 
tailed plans for cooperating with the federal employment 
service through a designated agency which must make 
reports to Washington on its operations and expenditures 
as required by the director. If a state does not properly 
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expend its moneys the director may revoke its federal 
grant, subject to appeal to the Secretary of Labor. 
During the current fiscal year and the two succeeding 
fiscal years the director may establish public employment 
offices in states which have none and maintain them under 


his control. In states which have public employment 
offices but which have failed to comply with the provisions 
of the act the director may establish public employment 
offices. The director’s authority to make such expendi- 
tures ceases on June 30, 1935, and thereafter no state 
shall receive assistance unless its legislature has estab- 
lished an agency to cooperate with the United States Em- 
ployment Service. 

The director must establish a Federal Advisory Coun- 
cil, composed of an equal number of representatives of 
employers, employes, and the public, “for the purpose of 
formulating policies and discussing problems relating to 
employment and insuring impartiality, neutrality, and 
freedom from political influence in the solution of such 
problems.” The members serve without compensation 
but are allowed traveling and subsistence expenses. The 
director must require the orgenization of similar advisory 
councils in the various states. Furthermore, he must 
provide information on strikes and lockouts so that ap- 
plicants for jobs may know before they are referred to 
employment if a strike or a iockout is in progress. 


AGRICULTURAL READJUSTMENT 


On May 12 an act was passed to establish aad maintain 
a balance between the production and consumption of 
cotton, wheat, corn, hogs, dairy products, tobacco, rice 
and beet and cane sugar anc to reestablish the relation 
existing during 1909-1914 between prices received by 
farmers and prices paid by them for manufactured ar- 
ticles. In the case of tobacco the base period is from 
August, 1919, to July, 1929. 

The Secretary of Agriculture is given power to limit 
acreage and raise crop prices by leasing land out of pro- 
duction, by making agreements for reduction in acreage, 
by making marketing agreements with processors, by issu- 
ing licenses to processors and associations of producers 
under terms which limit unfair practices, by taxing pro- 
cessors an amount which equals the difference between the 
current average farm price for a commodity and the “fair 
exchange value of the commodity”—defined as the amount 
that will give the commodity the same purchasing power 
with respect to articles farmers buy as the commodity 
had during the base period. The Secretary of Agriculture 
is authorized to buy all cotton owned by the Federal 
Farm Board and is required by March 1, 1936, to dispose 
of all cotton held by him. He may make option contracts 
with producers of cotton (on condition that they agree 
to reduce production in 1933 by not less than 30 per cent 
below the production of 1932) which will give the pro- 
ducers the right up to January 1, 1934, to buy cotton 
from the Secretary at the average price paid by him. The 
amount sold to any one producer shall not exceed the 
amount by which the producer agreed to reduce produc- 
tion. These -provisions enable the Secretary to pool the 
surplus cotton and permit producers to benefit in case 
the demand for cotton is greater than the supply in 1933. 
If all the cotton held by the Secretary is not disposed of 
by 1934 he may make similar option contracts for re- 
duction of production in 1934 and producers may exercise 
their options up to January 1, 1935. Similar arrangements 
will be made to control the production of wheat. 

Credit relief is given to the farmers by an offer to 
exchange liquid interest-guaranteed Federal Land Bank 
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bonds, the aggregate amount not to exceed $2,000,000,000 
for frozen farm mortgages. ‘This would make possible 
the refinancing of about one-fourth of the total farm 
mortgage debt. It is expected that many of the mort- 
gagees will agree to write down the principal. Provision 
is made for extending the period in which farmers must 
repay loans; interest rates are cut to four and one-half per 
cent and where farm-loan associations have not been 
organized or where a Federal Land Bank is not able to 
extend loans to an association, a farmer may get a direct 
loan from the bank when the loan is authorized by the 
Farm Loan Commissioner. In order to enable Federal 
Land Banks to extend such loans $50,000,000 is appro- 
priated. The Reconstruction Finance Corporation is 
authorized to make available to the Farm Loan Commis- 
sioner $200,000,000 for direct loans to individual farmers 
and $100,000,000 to enable him to make loans to Joint- 
Stock Land Banks. Direct loans to farmers may be 
secured by first or second mortgages but the total loaned 
must not exceed 75 per cent of the “normal value” of 
the property and no farmer may receive a loan in excess 
of $5, 

On June 10 the act was amended by merging the va- 
rious farm credit agencies into a single Farm Credit 
Administration, and Henry Morgenthau, Jr., was ap- 
pointed administrator. 


Home MortGace RELIEF 


In order to provide relief to home owners similar to 
that extended to farmers the Federal Home Loan Bank 
Act was amended on June 13, 1933, to authorize the board 
of directors of the Federal Home Loan Bank to create 
a Home Owners’ Loan Corporation. The Corporation may 
issue stock aggregating $200,000,000 which will be sub- 
scribed for by the Secretary of the Treasury. To make 
this sum available the Reconstruction Finance Corpora- 
tion is authorized to sell bonds for the amount needed. 

The Home Owners’ Loan Corporation is authorized to 
issue bonds not to exceed $2,000,000,000 at an interest 
rate not to exceed four per cent. The interest on these 
bonds is guaranteed by the government. When a home 
owner is unable to amortize his debt otherwise the Cor- 
poration may offer to exchange its bonds for the mort- 
gage. The mortgage must not be on a building exceeding 
$20,000 in value and the face value of the bonds ex- 
changed must not exceed $14,000, “or 80 per cent of the 
value of the real estate as determined by an appraisal 
made by the Corporation, whichever is smaller.” If the 
holder of the mortgage will not exchange it for bonds the 
Corporation may make a cash advance to the home owner 
up to 40 per cent of the value of the property. The loan 
must be secured by a duly recorded mortgage. The 
Corporation may also exchange bonds or advance cash to 
redeem or recover homes lost by owners by foreclosure 
or forced sale within two years prior to the exchange of 
bonds or the advance of cash. The Corporation may make 
such exchanges or advances in cash for a period of three 
years, 

In order to encourage the organization of local mutual 
thrift institutions in which people may invest their funds 
and to help in the financing of homes the act provides for 
the establishment of “federal savings and loan associa- 
tions.” These associations are under the regulation of the 
board of directors of the Federal Home Loan Bank and 
upon the request of the board the Secretary of the Treas- 
ury must subscribe for preferred shares, but the subscrip- 
tion in any case may not exceed the amount paid in by 
shareholders, and the maximum is $100,000. For such 
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purposes $100,000,000 is appropriated out of the 
Treasury. 
Pustic Works 

An act passed on March 31 was intended not only for 
the relief of unemployment but for the performance of 
useful public work. To conserve resources, carry on 
forestation of lands belonging to the United States and 
the several states, prevent forest fires, floods, soil erosion 
and plant pests and to facilitate the control of plant dis- 
ease the President was authorized to employ workers for 
a cash allowance and to provide housing, subsistence, 
clothing, medical attendance and hospitalization. Unas- 
signed funds heretofore appropriated for public works and 
the unexpended and unallotted balance of the $300,000,000 
made available under the act approved July 21, 1932, may 
be used for this purpose. It was expected that from 
250,000 to 275,000 would be employed in this work. The 
work is now under way. 


On May 18 an act was passed to improve the naviga- 
bility of the Tennessee River and to provide for flood 
control in the Tennessee Valley; to provide for reforesta- 
tion and the use of marginal lands; to make fertilizer and 
to produce power for the agricultural and industrial de- 
velopment of the Tennessee Valley; and to provide for 
the national defense by making products needed for war 
purposes. To carry out these projects and to develop 
government properties at and near Muscle Shoals the 
Tennessee Valley Authority has been established as a 
corporation to operate under government supervision. 
These projects doubtless are expected to aid’ greatly in 
bringing about industrial recovery and in relieving unem- 
ployment. 

Under Title II of the National Recovery Act passed on 
June 16 provision is made for an elaborate program of 
public works. A Federal Emergency Administration of 
Public Works is created which is authorized to construct 
and repair public highways, public buildings and “any 
publicly owned instrumentalities and facilities.” It may 
carry on work for the conservation and development of 
natural resources, the prevention of soil erosion, purifica- 
tion of waters, the development of water power and flood 
control, the production and transmission of electrical 
energy, construction of low-cost housing, and slum clear- 
ance, and may make loans for the construction of hospitals 
(partly financed from public funds), reservoirs, and 
pumping stations. If it seems desirable to the President 
naval vessels, aircraft and other war equipment may be 
built. 

Grants made to states, municipalities, and other public 
bodies for construction work must not be in excess of 30 
per cent of the cost of materials and labor used. So far 
as “practicable and feasible” workers on public projects 
shall not be employed more than 30 hours per week and 
they “shall be paid just and reasonable wages” which 
“shall be sufficient to provide, for the hours of labor as 
limited, a standard of living in decency and comfort.” 

To carry out the purposes of the act $3,300,000,000 is 
appropriated, which is to be derived largely from a five 
per cent tax on stock dividends received by persons (the 
tax to be deducted by the payer corporation), an excise 
tax on corporations of one dollar for each $1,000 of 
adjusted declared value of stock, and an excess profits 
tax on every corporation “equivalent to five per cent of 
such portion of its net income . . . as is in excess of 12% 
per cent of the adjusted declared value of its capital 
stock.” The taxation necessary doubtless took this form 
instead of a general sales tax, which was under considera- 
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tion, because of disclosures before the Senate Committee 
on Banking and Currency regarding the working of the 
income tax law. ‘Two provisions of the law were de- 
signed to correct certain abuses by requiring that “no part 
of any loss disallowed to a partnership as a deduction .. . 
shall be allowed as a deduction to a member of such 
partnership in computing net income” and that all income 
tax returns made under the act “shall constitute public 
records and shall be open to public examination and in- 
spection” under “rules and regulations promulgated by 
the President.” 


INDUSTRIAL CONTROL 


Title I of the National Industrial Recovery Act is 
designed “to remove obstructions to the free flow of 
interstate and foreign commerce which iend to diminish 
the amount thereof; and to provide for the general wel- 
fare by promoting the organization of industry for the 
purpose of cooperative action among trade groups, to 
induce and maintain united action of labor and manage- 
ment under adequate governmental sanction and super- 
vision, to eliminate unfair competitive practices, to pro- 
mote the fullest possible utilization of the present pro- 
ductive capacity of industries, to avoid undue restriction 
of production (except as may be temporarily required), 
to increase the consumption of industrial and agricultural 
products by increasing purchasing power, to reduce and 
relieve unemployment, to improve standards of labor, and 
otherwise to rehabilitate industry and to conserve natural 
resources.” 


To carry out these purposes the President may delegate 
his functions and powers to such officers and employes as 
he may designate and he may establish an industrial 
planning and resea*ch agency to assist him. He may ap- 
prove codes of fair competition submitted to him by trade 
associations if they are representative of trades or in- 
dustries and if the codes impose no inequitable restric- 
tions and are not designed to promote monopolies. As a 
condition of his approval he may require reports and 
accounting methods which enable him to protect con- 
sumers, competitors and employes. An approved code 
shall constitute the standards for a trade or industry and 
violations shall be deemed an unfair method of competi- 
tion within the meaning of the Federal Trade Commission 
Act. United States District Courts are given power to 
restrain and prevent violations and district attorneys must 
institute proceedings in equity to restrain and prevent 
violations. Violators are subject to a fine of $500 and 
each day of violation constitutes a separate offense. 


If a trade or industry does not present a code for 
approval and if complaints are made to the President that 
abuses exist inimical to the public interest and contrary 
to the policy of the Act he may prescribe a code, which 
shall have the same effect as a code submitted and ap- 
proved. 

The President may make agreements with or approve 
voluntary agreements between a labor organization and a 
person or between industrial organizations if he believes 
that the agreements will aid in effectuating the purpose 
of the Act. If he finds that destructive wage or price 
cutting, or other activities contrary to the purposes of 
the Act, are being practiced he may, after holding hear- 
ings, license business enterprises in order to make effective 
a code of fair competition or an agreement, and in that 
case no person shall “engage in or carry on any business, 
in or affecting interstate or foreign commerce, specified 
in such announcement, unless he shall have first obtained 
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a license issued pursuant to such regulations as the Presi- 
dent shall prescribe.” 

Violation of the conditions of a license subjects the 
offender to the suspension or revocation of his license 
and if he tries to do business without a license he may, 
upon conviction, be fined $500 and imprisoned for six 
months and each day of violation constitutes a separate 
offense. The licensing provision shall cease to be in 
effect one year after the act was passed, or sooner, if the 
President by proclamation or Congress by joint resolution 
declares that the emergency recognized by the provision 
has ended. 

Every code, agreement and license must stipulate “(1) 
that employes shalf have the right to organize and bargain 
collectively through representatives of their own choosing, 
and shall be free from the interference, restraint, or 
coercion of employers of labor, or their agents, in the 
designation of such representatives or in self-organization 
or in other concerted activities for the purpose of collective 
bargaining or other mutual aid or protection ; 

“(2) that no employe and no one seeking employment 
shall be required as a condition of employment to join 
any company union or to refrain from joining, organizing, 
or assisting a labor organization of his own choosing ; and 

“(3) that employers shall comply with the maximum 
hours of labor, minimum rates of pay, and other condi- 
tions of employment, approved or prescribed by the Presi- 
dent.” 

The President must, “so far as practicable, afford every 
opportunity to employers and employes in any trade or 
industry or subdivision thereof .. . to establish by mutual 
agreement, the standards as to the maximum hours of 
labor, minimum rates of pay, ana such other conditions 
of employment as may ‘be necessat’’’ and when they are 
approved they shall have the same effect as a code of 
fair competition. 

lf mutual agreements are not thus made the President 
may investigate the conditions of «mployment in a trade 
or industry and, after holding hearings, prescribe a code 
of fair competition fixing maximum hours, minimum rates 
of wages and other conditions of employment. In doing 
this he may “differentiate according to experience and 
skill of the employes affected and according to the locality 
of employment ; but no attempt shall be made to introduce 
any classification according to the nature of the work 
involved which might tend to set a maximum as well as 
a minimum wage.” 

Special. provisions are included in the National Indus- 
triai Recovery Act to avoid conflict with the agricultural 
act and to enable the President to deal with conditions in 
the oil industry. He may divorce any pipeline company 
from a holding company which by unfair practices and 
exorbitant rates seeks to create a monopoly. He may 
“prohibit the transportation in interstate and foreign com- 
merce of petroleum and the products thereof produced 
or withdrawn from storage in excess of the amount per- 
mitted to be produced or withdrzwn from storage by any 
state law or valid regulation or order prescribed thereun- 
der, by any: board, commission, officer, or other duly 
authorized agency of a state” and may prescribe rules and 
regulations necessary to carry ou the purposes of the act. 


RAILROAD REORGANIZATION 


On Tune 16 an act was passed designed to prevent 
railroad bankruptcies, protect investors in railroad securi- 
ties, insure that employment will not be reduced below 
that in May of this year and reorganize the railroads on a 
more efficient and economical basis. The office of Federal 
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Coordinator of Transportation was created with power 
to promote and establish agreements between the railroads 
in the three regional groups—East, West and South. 

The Interstate Commerce Commission was given juris- 
diction over holding companies and the “recapture clause” 
of the Interstate Commerce Act providing for payments 
to the government from surplus earnings above six per 
cent was repealed. 

Upon the recent announcement of the railroads of 
their intention to reduce wages an additional 1214 per cent 
the railway employes indicated that they would oppose 
such action to the bitter end on the ground that it was 
an attempt further to protect the income of the bond- 
holders at the expense of the wage workers and that, in 
view of government’s emphasis on aiding indus- 
trial recovery by giving employment and increasing wages, 
this is no time for a wage reduction. In this they seem 
to have been supported by the government. As a result 
of the mediation of the Federal Coordinator an agreement 
was made to defer a wage cut for at least eight months. 


IMrorTANT STATE LEGISLATION 


During the winter New York, Connecticut, New Hamp- 
shire, New Jersey, Ohio and Utah passed minimum wage 
laws for women. These laws have been formulated in 
the light of the decision of the United States Supreme 
Court in 1923 invalidating the District of Columbia mini- 
mum wage law (Adkins v. Children’s Hospital, 261 U. S. 
525). The emphasis is on setting a reasonable and ade- 
quate wage which will be in proportion to value of ser- 
vices. Fifteen states had previously passed minimum 
wage laws the constitutionality of which has not been 
tested. In California a constitutional amendment permits 
a minimum wage. 

Twenty-five states now have old age pension laws, 
eight of which were passed during the recent sessions of 
the legislatures. 

The National Committee on Labor Injunctions reports 
that ‘“‘nine states, Colorado, Idaho, Indiana, Minnesota, 
Oregon, Pennsylvania, Utah, Wisconsin, and Wyoming, 
now have laws prohibiting issuance of injunctions inter- 
fering with the rights of workers to organize, bargain 
collectively, strike, meet, and picket. Injunctions can be 
issued only after hearings of both sides. Jury trials are 
guaranteed for contempts committed outside the court. 
The nine states, with Arizona, California, Ohio, and New 
Jersey, have outlawed the ‘yellow dog’ contracts under 
which workers have been coerced into agreeing not to 
join unions. In Maine, issuance of injunctions is re- 
stricted and jury trials are provided for contempt cases 
arising out of labor disputes. .. . In federal courts, there 
have been but two attempts to obtain injunctions against 
labor. In each case, in refusing the request, the judge 
cited the Norris-LaGuardia Act. No effort was made to 
test the constitutionality of the law by appealing to the 
U. S. Supreme Court.” 

Until last January only six states (Arkansas, Arizona, 
California, Wisconsin, Montana, Colorado) had ratified 
the Child Labor Amendment. Since then Michigan, New 
Hampshire, New Jersey, North Dakota, Ohio, Oregon 
and Washington have approved it. It is under considera- 
tion in Florida, Illinois, Massachusetts, Texas, and West 
Virginia. 

Note: Copies of the Message for Labor Sunday (Sep- 
tember 3) may be secured, with detailed suggestions for 
Labor Sunday observance, from the Federal Council's De- 
partment on the Church and Social Service, 105 East 22nd 
Street, New York. Price 4 cents ; $1.00 per 100 copies. 
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